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AMENDED FORMAL COMPLAINT
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S wing Firs t Golf LLC ("S wing Firs t") he re by file s  its  a me nde d forma l compla int ("Compla int")

a ga ins t Johnson Utilitie s  LLC, db Johnson Utilitie s  Compa ny ("Utility"), a nd re que s ts  tha t the

Arizona  Corpora tion Commiss ion ("Commiss ion") issue  an orde r providing the  re lie f reques ted

5 he re in.

6 A BACKGROUND _  UTILITIE S  S E RVICE  AGRE E ME NT
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On September 17, 1999, Utility, and various  parties  re la ted to Utility, executed an

Agreement Rega rding Utility Se rvice  ("Utility Se rvice  Agreement") with Johnson Ranch

Holdings  LLC ("Holdings"), a n a ffilia te  of Sunbe lt Holdings  Ma na ge me nt, Inc., a n Arizona

Corpora tion ("S unbe lt"). Exhibit A is  a  copy of the  Utility S e rvice  Agre e me nt.

On or about September 17, 1999, Holdings acquired, through Sunbelt, the  2,014-acre ,

master-planned community known as Johnson Ranch.

Utility holds  a  ce rtifica te  of convenience  and nece ss ity ("CC&N") from the  Commiss ion

to serve Johnson Ranch.

15
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Among othe r things , Pa ragraph 9(a ) of the  Utility Service  Agreement provides  Holdings

firs t right to purchase  e ffluent from Utility to irriga te  the  Johnson Ranch Golf Courses :
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Utility hereby grants  Holdings and its  successors  and assigns the  right to purchase

the  firs t e ffluent genera ted by Utility's  trea tment of wastewate r collected within the
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geographic a rea  covered by Utility's  Certifica te , or Exchange  Water (as  here inafte r

defined), in an amount required to irriga te  the  Johnson Ranch Golf Courses .

Paragraph 9(b) of the  Utility Service  Agreement provides  tha t: "The  purchase  price  for

e ffluent sold to Holdings  he reunde r sha ll be  a s  de te rmined by the  Commiss ion." Utility's

current ta riffed ra te  for e ffluent sa les  is  $0.62 per thousand ga llons.

Paragraph 9(c) of the  Utility Service  Agreement defines  Exchange  Water and provides

Utility the  right, a t its  sole  discre tion, to sa tis fy Holdings  purchase  in pa ragraph 9(a ) by

providing e ithe r e ffluent, surface  wa te r, or groundwate r.

Utility re se rves  the  right to de live r the  quantitie s  of wa te r tha t Holdings  e lects  to

purchase  pursuant to Paragraph9(a) from any of the  following sources: (i) e ffluent

from any was tewa te r trea tment plant of Utility, (ii) any surface  wa te r ava ilable  to

Utility, or (iii) groundwa te r (the  fore going ite ms  (i), (ii) a nd (iii) be ing he re ina fte r

re ferred to as  "Exchange  Water"). Election of such sources  sha ll be  a t the  sole

dis cre tion of Utility.

On November 8, 2004, Swing Firs t acquired The  Golf Club a t Johnson Ranch ("Golf

Club"). The  Utility Se rvices  Agreement has  been ass igned to Swing Firs t.
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ALLEGATIONS

OVERCHARGES FOR WATER DELIVERIESA
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Utility has  been genera ting and trea ting e ffluent within its  ce rtifica ted se rvice  a rea  s ince

a t lea s t 2005. Utility's  ta riffed ra te  for e ffluent is  $0.62 pe r thousand ga llons . However, despite

Swing Firs t's  right to the  firs t e ffluent genera ted in the  ce rtifica ted se rvice  a rea , Utility has  ra re ly

de live red e ffluent. Ins tead, it has  de live red CAP wate r to Swing Firs t and charged it $0.83 per

thousa nd ga llons . Furthe r, whe n Utility ha s  de live re d e fflue nt to Swing Firs t, Utility ha s  s till

billed a t $0.83 per thousand ga llons.

As  discussed above , the  Utility Se rvice  Agreement provides  Utility the  right to de live r

CAP wate r to Swing Firs t, but if e ffluent is  ava ilable , the  CAP wate r is  conside red to be

Exchange  Water, which is  to be  priced a t the  $0.62 per-thousand-ga llon-ra te  for trea ted e ffluent.

Ins tead, Utility has  charged $0.83 or more  per thousand ga llons  for a ll de live red CAP wate r.
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Exhibit B summarize s  Swing Firs t's  me te red usages  by month. For 2006-2007, Utility

overfilled Swing Firs t a t leas t $0.21 pe r thousand ga llons  for 152,459,000 ga llons .1 As a  result,

Utility ove rcha rged Swing Firs t by more  than $32,000 during 2006-07.

Utility has  re fused to de live r copies  of its  bills  or me te r-reading records  for 2004 and

2005, which makes  it difficult to ca lcula te  the  exact amount it overcharged as  a  result of its

fa ilure  to corre ctly bill Swing Firs t. As  shown on Exhibit B, Swing Firs t e s tima te s  its  monthly

usage  for the  13 months it owned the  Golf Club during 2004-05 to have  been 10,734,792 ga llons,

with each ga llon inappropria te ly billed a t the  $0.83 pe r-thousand-ga llon ra te . Thus , Swing Firs t

es timates  tha t Utility overcharged it more  than $29,000 during 2004-05.2

1 0 B O VE R C HAR G E S  F O R  MINIMUM B ILL
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Utility's  ove rcha rges  have  not been limited to billing a t the  inappropria te  wa te r ra te .

Utility ha s  a lso ove rcha rge d Swing Firs t for its  minimum bills .

Utility ha s  the  option to de live r non-potable  wa te r from diffe rent se rvice s , but the  Utility

Service  Agreement requires  tha t a ll de liveries  should be  priced a t the  e ffluent ra te  of $0.62 per

thousand ga llons . Thus, Utility needs  only one  mete r to measure  de liveries  of non-potable  wate r

to Swing Firs t. However, in ea rly 2006 Utility decided to sepa ra te ly me te r CAP wa te r and

tre a te d e fflue nt a nd be ga n cha rging Swing Firs t two monthly minimum bills . Utility ce rta inly

can insta ll more  than one meter, but Swing First needs only one meter to measure  Exchange

Water, and should pay only one  monthly minimum charge , ins tead of the  two minimums charged

by Utility.

Furthe r, each month Utility has  been bas ing its  minimum bills  on two s ix-inch me te rs ,

the re by cha rging S wing Firs t two minimum bills  of $900. The  minimum bill for the  ins ta lle d

three-inch e ffluent meter should have  been only $270. Ins tead, Utility has  been charging $1800

or more  pe r month for the  minimum bills . As  a  re sult, s ince  November 2004 Utility ha s

overcharged Swing Firs t approximate ly $45,000.3

1 Exhibit B, p- 1.
2 (10,734.792 1000-gal.) X (13 mo.) X (0.21/1000-gal.)
3 [13 x ($900 - $270>] + [24 x (81800 - $270)] = $44,910
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In Janua ry 2008, Utility replaced Swing Firs t's  three -inch e ffluent me te r with an e ight-

inch me te r. At tha t time  Utility acknowledged tha t it had been, for more  than two yea rs ,

cha rging Swing Firs t for a  6" me te r when in fact Swing Firs t had only a  3" me te r. Swing Firs t

will be  ca re fully re vie wing its  bills  to se e  if Utility furthe r incre a se s  its  minimum-bill cha rge .

5 C BILLING CREDIT
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In April of 2006 Swing Firs t agreed to manage  the  Golf Club a t Oas is  ("the  Oas is"),

wholly owned by Johnson Inte rna tiona l, in exchange  for a  wa te r credit of 150 million ga llons  pe r

ye a r to be  provide d by Utility. Swing Firs t be ga n ma na ging the  Oa s is  on Ma y l, 2006. Swing

Firs t discontinued the  Oasis  management re la tionship on Nov 16, 2006, re troactive  to October

3 l, 2006. During mos t of the  s ix-month te rn of se rvice , Utility e ffe ctua te d the  wa te r cre dit by

not billing Swing Firs t for wa te r. In 2007, Johnson Utilitie s  decided to reve rse  the  2006 credits

and now is  imprope rly a sking Swing Firs t to pay for the  wa te r not billed in 2006.

The  wa te r credit for s ix months  is  75 million ga llons . At the  e ffluent ra te  of $0.62 pe r

thousand gallons, the  va lue  of the  credit earned by Swing First is  $50,056.50.4
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1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

Swing Firs t is  billed each month for a  Superfund "Tax" a t the  ra te  of 350.0065/1000

ga llons . Ne ithe r Utility's  wa te r nor its  se we r ta riffs  a uthorize  this  cha rge .

Utility's  se we r ta riff doe s  s ta te  the  following:

In addition to a ll other ra tes  and charges authorized here in, the  Company sha ll

collect from its  cus tomers  a ll applicable  sa les , transaction, privilege , regula tory or

other taxes and assessments  as  may apply now or in the  future , per Rule  Rl4-2-

608(D)(5).5

However, Rule  R14-2-608(D)(5) only a llows Utility to recover taxes  based on revenue  :

2 4

2 5

2 6

In addition to the  collection of regula r ra te s , e ach utility may collect from its

customers  a  proportiona te  share  of any privilege , sa les  or use  tax, or other imposition

based on the  gross revenues received by the  utility. (Emphas is  added.)

4 See Exhibit B, p. 1.
5 Wastewater Tariff a t Sheet 19. Similar language appears  in its  Water Tariff a t Sheet 6.
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The Superfund tax is  based on usage, not revenue , so Rule  R14-2-608(D)(5) does  not authorize

Utility to collect the  Supe rfund tax

The  Commiss ion has  previous ly ruled on this  exact issue . The  Commiss ion cla rified tha t

the  cited rule  does  not authorize  Utility to pass  through volumetric cha rges . In Docke t No. SW

02987A-01-0795, Utility a ske d the  Commiss ion to cla rify tha t Rule  Rl4-2-608(D)(5) (the

corresponding rule  for wa te r utilitie s ) provided ta riff authority to pass  through to its  wa te r

cus tomers  its  Centra l Arizona  Groundwa te r Replenishment Dis trict ("GRD") Taxes . Like  the

purported Superfund Tax, the  GRD Tax was not based on sa les  revenue . The  Commiss ion

denied Utility's  reques t

Staff de termined that the  GRD tax cannot be  trea ted as a  pass-through tax within the

Arizona  Adminis tra tive  Code  R14-2-409.D.5 because  it is  not a  "privilege , sa les  or

use tax" since GRD taxes are  not based on sales revenue. Therefore . GRD taxes do

not fa ll within the  scope  of the  Company's  current ta riff

1 9
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The Commission having reviewed the  applica tion and Staff' s  Memorandum dated

January 31 , 2002, concludes that the  GRD tax is  not the  type of tax that can be

passed through within Arizona  Adminis tra tive  Code , R14-2-409.D.5 and is

the re fore , not included in the  Company's  current ta riff.

As  shown on Exhibit B, Utility illega lly cha rged Swing Firs t $1,674.63 in 2006 and 2007 for

Superfund taxes. Based on estimated usage of 10,734,792 gallons per month for 13 months

Swing Firs t estimates  tha t the  illega l charge  in 2004-05 was $907.09

TR ANS AC TIO N P R IVILE G E  TAX
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Utility a lso appears  to have  regula rly overcharged Swing Firs t for the  Transaction

P rivile ge  Ta x

ME TE R  R E ADING
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In viola tion of Commiss ion re gula tions , Utility ha s  re gula rly fa ile d to re a d Swing Firs t's

meters , in one  instance  for the  seven months da ted April through November 2007

Decis ion No. 64598. dated March 4. 2002. a t 2
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As se t forth above , Utility ha s  fa iled to provide  accura te  bills  to Swing Firs t. Furthe r,

past-due  ba lances have  suddenly appeared without explanation, even though a ll previous bills

were  pa id. As s ta ted above , Utility has  incorrectly ca lcula ted the  applicable  Superfund and

Transport Privilege  Taxes . When Swing Firs t has  requested billing his tories , the  amounts  shown

have  not agreed with the  bills  rendered. Utility has  been unable  to expla in charges  and

ca lcula tions  and has  been forced to correct bills . Ove ra ll, Utility's  cus tomer billing se rvice  has

fa llen fa r be low the  s tandards required by the  Commission.

In addition, during 2006, a t the  demand of George  Johnson, Utility changed Swing Firs t's

billed ra te  for Exchange  Water de livered from the  CAP-water ra te  of $0.83 (a lready $0.21 above

the  correct ra te ) to $3.75, in viola tion of Commiss ion's  approved ta riff ra te s . Billing continued

a t this  ra te  $3.75 for approxima te ly s ix months . Repea ted reques ts  by Swing Firs t for Utility to

bill a t its  lega l ra te s  were  ignored.

1 4 H CUS TOME R S E RVICE
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Utility's  cus tomer se rvice  ha s  been abysma l. Swing Firs t's  a ttempts  to re solve  its  billing

issues have been met with incompetence, broken promises, rudeness, and outright obscenities.

1 7 I O P E RATIO NAL P RACTICE S
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Over the  weekend of February 1, 2008, Johnson Utilitie s  over-de live red e ffluent to Swing

Firs t, which caused the  lake  bordering the  l 81h hole  to overflow, possibly damaging the  golf

course . Swing Firs t a lso cannot be  expected to pay for e ffluent tha t it ne ither requested nor

2 1 required.

22 J S E RVICE  INTE RRUP TIO NS
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In a n e ffort to e xtort a dditiona l mone y from S wing Firs t-a nd in viola tion of the

Commis s ion's  re gula tions -Utility out off s e rvice  to S wing Firs t without notice  twice  in

November 2007. Only the  inte rcess ion of the  Commiss ion S ta ff forced Utility to re sume  se rvice .

S ince  tha t time , Utility has  continua lly threa tened to cut off se rvice  to Swing Firs t.
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1 K COURT COMPLAINT
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This Commission is give Constitutional authority to determine the appropriate rates and

charges made by a Utility to its customers. As a regulated utility, Utility presumably is well

aware of the Commission's jurisdiction over rates and charges. Despite this-and Swing First's

repeated efforts to resolve its billing issues with Utility-Utility has filed a civil complaint in

Maricopa County Superior Court, alleging that Swing First has failed to pay its bills. Utility's

filing certainly appears to be in retaliation to Swing First's attempts to get a fair accounting of

what it actually owes - an accounting that Utility has so far been unable or unwilling to provide.

9 III SUMMARY
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On Exhibit B, Swing First calculates the amounts it should have been charged for

Exchange Water by Utility and compares these amounts to its payments and its credit. For 2006

and 2007, Swing First overpaid Utility $35,771 .67. For 2004 and 2005, Swing First estimates

that it overpaid Utility an additional $34,487.46 Therefore, since it has become a customer,

Swing First estimates that it has overpaid Utility more than $70,000.

1 5 IV REQUEST FOR RELIEF
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Swing First asks:

A. The Commission to order Utility to continue providing service during the pendency

1 8

1 9 B.
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of this matter,

The Commission to hold a hearing to determine the actual amount that Utility should

have charged Swing First over the period of November 2004 to the present, compare

this to amount Swing First has provided Utility during this period, and order Utility to

provide a refund to Swing First, together with appropriate interest,

The Commission order Utility to stop charging Swing First for the Superfund Tax,

The Commission to order Utility to render proper bills to Swing First each month,

based on actual meter reads, one 3-inch meter, the effluent rate of $0.62 per thousand

gallons, and the Transaction Privilege tax of $0.067 per thousand gallons,

7
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The  Commission to order Mr. George  Johnson to persona lly apologize  to Swing

Firs t and its  members  for its  abysmal customer se rvice  and for Mr. Johnson's  abusive  and

3

4

obscene language, and

For such further re lie f as  the  Commission deems appropria te .F .

RES P ECTFULLY S UBMITTED on Fe brua ry 5, 2008.

X
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Cra ig A. m2 8 5
Cra ig A. Ma rks , P LC
3420 E. Shea  Blvd
Suite  200
P hoe nix, Arizona  85028
(602) 953-5260
Cra ig.Marks@azbar.org
Attorne y for S wing Firs t Golf LLC

K

Origina l and 13 copies file d
on February 5, 2008, with:

Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

Copy of the  foregoing e -mailed
on February 5, 2008, to:

Bra dle y Morton
Utilitie s  Divis ion
Arizona  Corpora tion Coininis s ion
1200 West Washington St.
Phoenix, Arizona  85007

Copy of the  foregoing ma ile d
on February 5, 2008, to:

Johnson Utilitie s , L.L.C.
5320 E. Shea Blvd., Suite  200
Scottsda le , Arizona  85254
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Cra ig A. Ma rks
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Docket No. WS-02987A-08-0048
Swing First Golf LLC
Formal Complaint Against Johnson Utilit ies LLC

Exhibit A

AGREEMENT REGARDING UTILITY S E R VIC E

THIS  AGREEMENT REGARDING UTILITY S ERVICE ("the  Agre e me nt") is  ma de
this H day o f S eptember, 1999, by and be tween J OHNS ON RANCH HoLD1nos , L.L.C.,
an Arizona  limited liability company ("Holdings "), GEORGE H. J OHNSON, in his  capacity a s
Manager in Utility ("J 'olms on"), and GEORGE H. J OHNSON and IANA s . J OHNSON, as  Co-
Trus tees  of The George H..Tohnsou Revocable  Trus t dated July 9, 1987, in its  capacity as  sole
Member in Utility (due  "Trus t"), and J OHNSON UTILITIES , L.L.C., an Arizona  limited liability
company ("Utility"), for the purposes  and cons ideration set forth hereinafter.

RECITALS:

A. Concurrently with the execution of this Agreement, Holdings has acquired (or
will acquire) from 1580 Suntan Mountain, L.L.C., an Arizona limited liability company
("Suntan"), and the Trust, all real property, tangible personal property, and intangible personal
property associated with or relating to the approximately 2,014 acre master alarmed community
known as Johnson Ranch, located in Penal County, Arizona, between West Locklin Road
(apprmdmate northern boundary), Arizona Farms Road (approximate southern boundary), Gary
Road!North Edwards Road (approximate western boundary), and Hunt Highway (approximate
eastern boundary), as more particularly described in Exhibit A attached hereto and incorporated
herein ("Johnson Ranch").

B. Utility has been organized by Johnson and the Trust for the purpose of providing
water and wastewater utility services within Johnson Ranch and other real property in the
vicinity of Johnson Ranch that may be developed in the future, Utility has applied for and
obtained a decision from the Arizona Corporation Commission ("Commission") granting Utility
a Certificate of Convenience and Necessity ("Certificate") to provide water and wastewater
utility services to a geographic area that includes Johnson Ranch.

C. In connection with Holdings' acquisition of an interest in Johnson Ranch, Johnson
and Utility have agreed to provide certain commitments and assurances to Holdings regarding
the availability ofwater and wastewater services within Johnson Ranch.

D. The purpose of this Agreement is to set forth the respective commitments,
representations and warranties made by Johnson and Utility to Holdings and Holdings'
successors and assigns with respect ro the provision of water and wastewater services to and
within Johnson Ranch.

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of
which is hereby acknowledged, the parties hereby agreeas follows:

PHI<INJAMES/9747SB.3/88139 HE
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COVENANTS ANI) AGREEMENTS:

Definitions.

(a) "Johnson" means George H. Johnson, in leds capacity as Manager in
Utility, and his successors and assigns.

(b) "Johnson Ranch Golf Courses" means the Championship Golf Course and
the Precision Golf Course located in Johnson Ranch.

(c) "Existing Main Extension Agreement" means a written agreement between
Johnson International, Inc. or Atlas Southwest Recreation Company and Utility for the extension
of water and wastewater service and Central Arizona Project ("CAP") for water delivery to 21
particular portion of Johnson Ranch under which Johnson International, Inc. or Atlas Southwest
Recreation Company installed On-Site Facilities to serve new service connections or,
alternatively, agrees to install On~Site Facilities necessary to serve new service connections and
CAP delivery facilities.

(d) "Main Extension Agreement" means a written agreement between an
applicant for the extension of water and wastewater service and Utility under which the applicant
for service agrees ro advance to Utility the cost of installing On-Site Facilities to serve new
service connections or, alternatively, agrees to install On-Site Facilities necessary to serve new
service connections, Water Main Extension Agreements shall be submitted to and approved by
the Utilities Division of the Commission and shall conform with the requirements of A.A.C.
Rl4~2-406 (unless otherwise approved by the commission).

(e) "Off-Site Facilities" mean, with respect to water utility service, water
production facilities (including wells and pumps), storage tanks and reservoirs, and treatment
facilities, and shall also mean booster pumps, pressure tanks, transmission mains, and other
improvements required to provide service if these facilities are not for the exclusive use of the
applicant for water service. "Off-Site Facilities" mean, with respect to wastewater utility service,
wastewater treatment plants and facilities, sludge collection and disposal facilities, effluent
transportation and disposal facilities (including, but not limited to, pipelines and distribution
systems within Johnson Ranch necessary to deliver effluent at the points of delivery at the
Johnson Ranch Golf Courses), improvements and facilities necessary to comply with or required
to be built under the Consent Order described in Paragraph 12(c), and any related plant and
improvements, and shall also mean lift stations, force mains, trunk collection mains and related
plant and improvements if these facilities are not for the exclusive use of the applicant for
wastewater service.

(f) "On-Site Facilities" mean, with respect to water utility service, distribution
mains, service lines, meters, hydrants, and any related valves, fittings and odder appurtenances,
and shall also mean booster pumps, pressure tanks, transmission mains and other improvements
required to provide service provided that such facilities will be used exclusively by the applicant
for service, "On-Site Facilities" mean, with respect to wastewater utility service, all collection

2
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mains, service lines, manholes and other related appurtenances, and shall also mean lift stations,
force mains, trunk collection mains and related plan and improvements provided that such
facilities will be used exclusively by the applicant for service.

(g) "Holdings" means Johnson Ranch Holdings, L.L.C., au Arizona limited
liability company, and its successors and assigns, and its members to the extent of their rights as
third party beneficiaries, as provided in Paragraph 22, below.

2. Obligation to Furnish Utility Service. Utility, Johnson, and the Trust, and each of
them, hereby covenant and agree that Utility will provide water and wastewater utility services to
and within Johnson Ranch, and in connection dierewith, further covenant and agree as follows:

(a) Timely Construction of Facilities. Water production, storage and
transmission facilities will be constructed and placed in service as necessary to satisfy customer
demand within Johnson Ranch, and wastewater collection, transmission, treatment and disposal
facilities will be constructed and placed in service as necessary to properly treat and dispose of
all wastewater generated within Johnson Ranch.

(b) Compliance. Utility will comply with all applicable laws, regulations,
orders and other requirements relating to the design, installation, operation and maintenance of
public water systems and wastewater collection and treatment systems, including (without
limitation) the requirements of the Commission, the Arizona Department of Water Resources, the
United States Environmental Protection Agency, the Arizona Department of Environmental
Quality, and Pine] County.

Master Plan for Water and Wastewater Infrastructure.

(a) Contents of Master Plan. Utility shall prepare, revise and complete, at
Utility's expense, a Master Plan concerning the water and wastewater infrastructure necessary to
provide water and wastewater services within Johnson Ranch. The Master Plan will follow
generally acceptable requirements for such Master Plan and include the following unless
otherwise approved by Holdings: (1) the locations, sizing and intended design of all Off-Site
Facilities and all my or water transmission mains (diameter greater than 8 inches) and wastewater
trunk collection mains, booster stations, lift stations and force mains, (ii) an analysis of water
supply and demand; and (iii) an estimate of die timing of construction and dates on which the
facilities will be placed in service, based on projected customer growth and the associated
demand for utility services. All construction of utility plant arid facilities within Johnson Ranch
will be built to provide service within Johnson Ranch as and when set forth in the Master Plan.

(b) Timing of Initial Master Plan and Subsequent Amendment. The ini t ial
Master Plan for Johnson Ranch shall be prepared by Utility on or before ninety (90) days after
the receipt of the absorption data referred to in this paragraph. Within ten (10) days after the
close of the escrow that is established in connection with Holdings' acquisition of its interest in
Johnson Ranch, Holdings shall provide Utility with a schedule indicating, to the best of
Holdings' knowledge, the projected development schedule for Johnson Ranch, including the

4J
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numbers and types of residential units expected to be constructed, any commercial and industrial
development, the phasing of development within Johnson Ranch, and the estimated number of
units constructed annually until build-out is reached. Holdings shall thereafter provide Utility
updated projections on or before September l of each succeeding calendar yea through build~
out, commencing September 1, 2000. Utility shall prepare a revised Master Plan on or before
December 1 of each succeeding calendar year, beginning December 1, 2000, based on the
schedule provided annually by Holdings. The foregoing notwithstanding, Utility shall
immediately prepare a revised Master Plan in the event that Utility extends service to any
residential subdivision project or commercial or industrial customer situated outside of Johnson
Ranch that may require Utility to utilize any of die Off-Site Facilities intended to be utilized for
utility service within Johnson Ranch.

(c) Review and Comment on Master Plan. The iniriad Master Plan and all
subsequent revisions to the Master Plan shall be provided to Holdings for review.

4. . Obligation to Construct Facilities. Utility shall be responsible for the construction
of all Of?-Site Facilities necessary to provide water and wastewater services within Johnson
Ranch, including all engineering and design services and all construction management and
oversight services. Funding for the construction of Ott'-Site Facilities shall be provided by
Utility, and shall be obtained by means of` capital contributions, debt financing, internally
generated funds or hook-up fees (which are more particularly described below), under no
circumstances shall real estate developers and builders within Johnson Ranch be required to
advance or contribute funds in aid at the construction of any Off-Site Facilities, except as
provided in Paragraph 6 below, All On-Site Facilities within Johnson Ranch shall be constructed
pursuant to Main Extension Agreements made with the utility and real estate developers, builders
and other persons requesting the extension of utility service

Existing Main Extension Agreements.

(a) Parcels 2, PA, CB and PA. Johnson and Utility represent and warrant
that the On~Site Facilities for Parcels 2, PA, CB and 4A at Johnson Ranch necessary to provide
water and wastewater services to these Parcels, and CAP water delivery facilities for the Johnson
Ranch Golf Courses, have been installed and the Utility has accepted them for maintenance. The
Easting Main Extension Agreements for Parcels 2, BA, CB and PA and the Johnson Ranch Golf
Courses and the provisions of those Easting Main Extension Agreements with regard to refunds

or reimbursements shall not be affected by this Agreement.

(b) Future Parcels. Main Extension Agreements for al l  Parcels at
.johnson Ranch not referenced in Paragraph 5(a) above shall be entered into between the
developer of each such parcel and the Utility.

6. Hook-Up Fees. Holdings has been advised that Utility has obtained authorization
to collect certain fees, knovm as hook-up fees, firm applicants for water and wastewater service.
Utility's current hook-up fees are set forth in Utility's tariff schedule, issued May 30, 1997, and
effective June 30, 1997, on file with the Commission. Notwithstanding the terms and conditions

4
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set forth in Utility's tariff schedules, with respect to all subdivisions containing more than fifty
(50) developable lots, hook-up fees shall be due and payable in two or more installments. Each
installment payment shall be based on the hook-up fees for water and wastewater services set
forth in Utility's then current tariff schedule multiplied by 5,94 (50), except that the final
installment payment shall be based on the remaining number of lots in the subdivision for which
hook-up fees have not yet been paid, Installments of hook~up fees so paid shall be applied as a
credit against the hook-up fees payable for individual lots in the subdivision as hereinafter
provided. The initial installment payment shall be due on or before ten (10) days from the date
on which the Main Extension Agreement providing for the construction of the subdivision's On-
Site Facilities has been executed. Execution of the Main Extension Agreement shall not be a
condition to approval of the final plat by the Utility, provided, however, that if a Main Extension
Agreement has hot been entered into at the time of approval of such final plat by the Utility, such
final plat will contain a disclosure that execution of a Main Extension Agreement is required as a
condition to service by the Utility. Subsequent installments for each additional increment of lots
shall be due and payable when the credits for forty (40) lots of the current f if ty (50) lot
installment (and the credits for all fifty (50) lots in all prior installments) have been used. A
credit must be used for a lot immediately upon the occurrence of the first of any of the following
with respect to the lot: I) issuance of a building permit or breddng ground for construction on
the lot, 2) use of water on the lot, or 3) request to install a meter on the lot. Otherwise, credits
shall be used on lots as designated by the developer. The third installment of fifty fifty (50) lots
would not be due until credits for all fifty (50) lots in the first installment and forty (40) lots in
the second installment were used as provided above. With respect to lots or parcels other than
subdivisions subject to the above provisions of this paragraph, no vertical construction shall be
commenced prior to payment of the applicable hook~up fees for that lot or parcel. Util ity
represents that the payment of hook-up fees in the manner provided herein for new water and
wastewater services in subdivision projects containing greater than fifty (50) lots is permitted
under Utility's current tariff schedules. In the event the Commission repeals or disallows
Utility's authority to assess the hook-up fees under the tariff, it is agreed that developers and
builders within Johnson Ranch will enter into agreements with Utility for Off-site Facilities
required to serve their parcel. Under such agreements, the developer or builder will provide
funds not to exceed an amount equal to the existing hook-up fees in effect at the time of such
repeal or disallowance by the Cornniission.

7. Annual Reports on Financial Condition, Loans. .7 v .

H
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(b) Anticipated Shortfall. Utility shall promptly advise Holdings, in writing,
of any anticipated shortfall in revenues, the unavailability of funding for the construction of
planned Off-Site Facilities, or any other financial or regulatory difficulty that may prevent Utility
from completing any Off-Site Facilities in accordance with the Johnson Ranch Master Plan
prepaid and revised in accordance with Paragraph 3, above, or may otherwise affect Utility's
ability to provide any utility service as required hereunder. Such notice shall be in writing,

5
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contain a description of the circumstances that have caused, or may cause, the difficulty, and
describe the actions Utility intends to take to remedy the difficulty.

(c) Right to Loan Funds. Holdings may furnish funds to the Trust (in its
capacity as Member in Utility) or to George H. Johnson (in his capacity as Manager in Utility), at
such times and in such amounts as may be deemed appropriate by Holdings, for the sole purpose
of providing financing to Utility to hind the construction of water and wastewater facilities, to
provide working capital to Utility or as may be otherwise required in order for Utility to provide
water and wastewater services to and within Johnson Ranch. All funds provided by Holdings to
the Trust and/or George H. Johnson hereunder shall constitute a loan by Holdings to Johnson and
the Trust that Johnson and the Trust (jointly and severally) shall be obligated to repay. All
amounts loaned by Holdings to the Trust and/or George H. Johnson as provided herein shall hear
interest at the rate of twelve percent (12%) per annum (compound interest) until such time as the
entire principal balance of the loan has been repaid. Loans made by Holdings hereunder shall (i)
be evidenced by a promissory note or similar debt instrument, the terms of which are consistent
with this Agreement, but in any case will require monthly payments of not less than $50,000, (ii)
be subject to set-off in accordance with Paragraph '/(f), and (iii) be secured by the membership
interest of Santan in Holdings as provided in Section 3.7 of the Operating Agreement of Johnson
Ranch Holdings, L.L.C. The foregoing notwithstanding, the failure of the Trust and/or Johnson
to execute a promissory note or other instruments relating to any loan made by Holdings shall
not terminate or otherwise modify the obligations of the Trust and Johnson hereunder.

(cl) Use of Loan Proceeds. All funds provided to the Trust and/or George H.
Johnson pursuant to this Paragraph 7 shall be immediately transferred by the Trust (or Johnson,
as applicable) to Utility. The terms under which the Trust aid/or Johnson provides the funds to
Utility shall be determined by Johnson, in Johnson's sole discretion, provided, however, that the
Trust, Johnson and Utility shall obtain all required approvals and audiorizations. Util ity
covenants and agrees to use the proceeds of all loans made by Holdings pursuant to this
Paragraph 7 solely for die construction of Off-Site Facilities or as may be otherwise necessary to
pay operating expenses and ensure the continuation of utilities services to and within Johnson
Ranch. Johnson and the Trust shall promptly provide Holdings with appropriate documentation
evidencing the transfer of the loan proceeds to Utility, demonstrating that any required approvals
and authorizations have been obtained, and demonstrating the manner in which the loan proceeds
have been utilized by Utility.

(e) NG Obligation. The intent of this Paragraph 7 is to provide a means by
which Holdings may provide financing for the construction of water and wastewater facilities by
Utility and to ensure that Utility has sufficient funds to filliill its obligations hereunder. Nothing
contained in aNs Agreement shall require Holdings to loan or otherwise provide funds to the
Trust or Johnson in order to provide financing for the construction of any Off-Site Facilities or
odder activities by the Utility.

(f ) Holdings' Right of Set-Ofi In addition to any and all rights granted to
Holdings under the Operating Agreement of Johnson Ranch Holdings, LLC., and/or otherwise
existing at law or in equity, Holdings is granted the right to set-off all amounts loaned to the

6
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Trust and/or Iolmson hereunder (including any accrued and unpaid interest relating to any such
loan) in accordance with the provisions of Section 3.2 of the Operating Agreement of Johnson
Ranch Holdings, L.L.C., provided that (i) the amount that Holdings is entitled to set-off in any
month shall not exceed the monthly payment due in that month under the promissory note
described in Paragraph 7(c), and (ii) amounts so set-off shall be applied to reduce the outstanding
balance of such promissory note. The exercise of Holdings' right of set-off will not prevent
Holdings from exercising any other rights or remedies that may be available to Holdings under
the Operating Agreement al' Johnson Ranch Holdings, LLC. or otherwise in the event of a
breach or default by Johnson or any other party to this Agreement.

8.
through December 31,-2666~u
Holdings with copies o?lail$re'}'5 Ki/ v ,
waste water service within Johnson RaNolmade by or on behalf Of Utility with regulatory
agencies having jurisdiction over Utility's OperationS. Utility shall also provide notice to
Holdings of any filings by Utiiity with the Commission involving a change in any rate, fee or
charge, or any other term or condition relating to water or wastewater services provided by
Utility within Johnson Ranch. Holdings may, upon approval of the appropriate regulatory
authority, participate in any proceeding relating to Utility before the Commission or any odder
regulatory body that may have affect on, or otherwise relate to, the provision of water or
wastewater services within Johnson Ranch. In addition, Johnson and Utility will notify Holdings
within five (5) business days upon learning of any situation that could, in their best professional
judgment, impair the ability of the Utility to provide adequate water and wastewater services as
provided in this Agreement.

Revolts and Noticed:\Commencing at closing of the Contribution Agreement
request by Holdings, Utility will promptly provide.
and submittals pertiNent to the provision of water on

9. Delive ry of Effluent,
4" 3-

.,/»
Q

Y
Y

.I (a) Right to Purchase Effluent.: Uti l i ty hereby .greets Holdings and its
successors and assigns the right to purchase the first effluent generated by Utility's treatment of
wastewater collected within the .geographic area covered by Utility's Certificate, or Exchange >
Water (as hereinafter deEmed), in an amount required to irrigate the Johnson Ranch Golf .
Courses. The quantity of effluent that may be purchased annually with respect to the Johnson
Ranch .Golf Courses shall not exceed the annual allotments for turf-irrigation established for each
golf course by the Arizona Department of Water Resources. s

(b) Eggchase Price for Effluent. The purchase price for effluent sold to
Holdings hereunder shall be as determined by the Commission.

...(c) ...Exchange--Watcr*'i3eiiveries.~ ~Uti1ity.:eser\¢es.. the, right.. to. deliver the
quantities of water that Holdings-eleas to purchase pursuant to Paragraph. 9(a) 1ti'om any of the
following-sources-" (i) effluentdicm any"wastéwater treatment plant"of Utility, (ii) any 8urféce
water, available-to Utility, or .groundwater (the foregoing items -(i), (ii) -and (iii) -being
.herninaiter referred to .as 'exchange Water"). Election of such sources shall be a the sole
dis¢n=erion..of Utility.

3 »
V
1

GJ . . 4
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(d) Ccmstnlction s;»i349iliti€§. Utility shall construct, at no cost to Holdings,
sufficient Off-Site Facilities to allow the transportation and delivery of effluent from Utility's
wastewater treatment plants or Exchange Water to the Johnson Ranch Golf Courses-

(e) Minimum Monthly Purchases. .lqloldings shall be obligated to purchased
and accept, on a monthly basis, no less than one-third of the effluent generated from the
geographic area of Johnson Ranch, or an equivalent amount of Exchange Water, provided,
however, (1) that in no event shall Holdings be required to accept more effluent than can be used
on the .lohrlson.Ranch Golf Courses under the applicable use permit, and (ii) that Holdings may
reduce or eliminate such obligation by providing Utility notice of such reduction no less than 18
months prior to the first monde in which Holdings no longer elects to take such deliveries.

1'

(D Re-Use Permits. Util i ty shall be solely responsible for obtaining,
maintaining and renewing all permits and other regulatory approvals required for the use of
effluent for turf irrigation and other non-potable uses. Holdings hereby agrees to cooperate with
Utility in obtaining, maintaining and renewing said permits and approvals. Holdings covenants
and agrees to comply wide the terms of such permits and to otherwise accept and use effluent
delivered by Utility in accordance with all applicable laws, regulations, orders, standards and
requirements.

10, CAP Water.

(a) Existing Agreements. Santan and Central Arizona Water Conservation
District ("CAWCD") have entered into that certain agreement dated March 21, 1997 entitled
"Agreement between the Central Arizona Water Conservation District and 1580 Suntan Mountain,
L.L.C., providing for the Delivery of Excess Central Arizona Project Water," (the "CAP
Agreement"), wherein CAWCD has agreed to provide CAP water to die Johnson Ranch Golf
Courses. Santan also has entered into a water delivery agreement with New Magma irrigation
and Drainage District ("New iviagrna") dated April 17, l99'7 to deliver water from the CAP canal
through New Magma's canal system to a point of delivery identified in the water delivery
agreement. From this point of delivery, CAP water is transported to Johnson Ranch Golf
Courses by way of pipelines owned and operated by Udiity (die "Existing CAP Transportation
Lines"), Utility has been issued a tariff by the Commission authorizing it to charge a fee for
tratspotting the CAP water from the point of delivery to the location of use.

(b) Right to Purchase and Delivery of CAP Water. Until terminated pursuant
to subparagraph (c) below, Suntan and Utility, respectively, hereby grant to Holdings and its
successors and assigns the right to purchase CAP water under the CAP Agreement and delivery
of such CAP water by Utility in accordance wide Utility's tariff therefor, in such quantity as
determined by Holdings for irrigation of the Johnson Ranch Golf Courses (but in no event more
Dian the amount of CAP water made available Nom time ro time by CAWCD .Antler the CAP
Agreement). Santan shall take such actions as are necessary to secure CAWCD approval for the
resale of CAP water to Holdings. Such actions shall be taken in an expeditious manner, so as to
avoid the disruption of" water delivery to the Johnson R.ar1ch Golf Courses.

8
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(c) Separate Agreements. Utility shall have the right, upon at least 60 days'
prior written notice to Holdings, to require Holdings to enter into (a) a separate contract with
CAWCD for delivery of excess CAP water, and (b) a separate contract with New Magma to
deliver CAP water horn the CAP canal through New Maglna's canal system. Utility hereby
agrees to cooperate with Holdings in obtaining such separate contracts. Upon the execution of
such separate contracts, (i) the obligation of Utility to sell CAP water pursuant to subparagraph
(b) above shall terminate, and (ii) Utility shall allow Holdings to use the Erdsting CAP
Transportation Lines for the delivery of CAP water to the Johnson Ranch Golf Courses for a
charge consistent with Utility's tariff, provided, however, that such charge shall only include
amounts relating to the use of the Endsting CAP Transportation Lines (and not any amounts
relating to the cost of or charges for CAP water and/or die transportation of CAP water through
New Magma's canal system or other delivery Systems). If separate contracts are entered into as
provided above, then Holdings shall supply to Utility on a monthly basis copies of the CAWCD
and New Magma billings for Utility's preparation of its tariff charges to Holdings .

11. theorizations. Utility, at its own expense and on a timely basis, shall take all
steps necessary to obtain, maintain and renew any authorizations and approvals that may be
necessary to allow Utility to provide water and wastewater utility services to and within Johnson
Ranch and to otherwise fulfill its obligations under this Agreement. Holdings shall cooperate
with and assist Utility, upon Utility's written request and as may be reasonably required, in
obtaining and renewing any such approvals or authorizations.

12. Representations and Warranties of Johnson and Utility. In addition to any other
express covenants and agreements made by Johnson Or Utility herein, Johnson and Utility, and
each of them, hereby represents, warrants and covenants (with the understanding that Holdings is
relying on such representations, warranties and covenants) as to each of the matters set forth
below:

(a) No.Actions. Except as provided on Exhibi t  B, there are no (i) claims,
actions, suits, condemnation actions or other proceedings pending or, to the actual knowledge of
Johnson or Utility, threatened by any entity arising out of or relating to the provision of water or
wastewater services by Utility, (ii) authorizations, approvals, permits, licenses, franchises or
rights that have been denied, or to the actual knowledge of Johnson or Utility, may be denied, by
any governmental body, department or agency that would eat Utility's ability to provide water
or wastewater services, (iii) violations of any law, statute, regulation, order or requirement that
will affect the provision of water or wastewater services by Utility or othewvise interfere with the
performance of any duty or obligation hereunder, and (iv) eidsrting defaults under any agreement
or contract made by Johnson or Utility that relate to the subject matter of this Agreement or
would interfere with the performance of this Agreement.

(b) Authority to Bind. Johnson, the Trust, Suntan, and Utility, and each of
them, represent and warrant that died have full power and authority to enter into and perform this
Agreement in accordance with its terms. The individuals signing this Agreement on behalf of
Utility, Suntan and the Trust are duly authorized to do so. Upon signing this Agreement, this
Agreement shall be binding and enforceable upon Utility, the Trust, Suntan and Johnson in

9
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accordance with its terms, and will not violate any other agreement, contract or undenaldng to
which either Johnson, the Trust, Suntan or Utility are subject.

(c) Consent Order. Utility is currently in compliance with and will continue
to comply with and timely perform the terms, conditions and requirements set forth in the
Consent Order, issued May 12, 1999, by the Arizona Department of Enviromnental Quality in
Docket No. E-105-99.

(d) Assured Water Supply Designation. Johnson and Utility shall use their
best efforts to obtain the Assured Water Supply Designation from the ADWR for the Utility's
Service Area.

13. Notices. Except as otherwise required by law, any notice required or permitted
under this Agreement must be in writing and must be given by either: (i) personal delivery; (ii)
United States certified mail., return-receipt requested, with all postage prepaid and properly
addressed, (iii) any reputable, private overnight delivery service with delivery charges prepaid
and proof of receipt, or (iv) by facsimile machine or telecopier. Notice sent by any of the
following methods must be addressed or sent to the party to whom notice is to be given, as the
case may be, at the addresses or telecopy numbers set forth below:

Holdjnszs;
SUNBELT HOLDINGS MANAGEMENT INC v
6720 Norri Scottsdale Road, Suite 160
Scottsdale, Arizona 85253
Attention: John Graham or Curt Smith
Facsimile: (480) 905-1419

Johnson:
JOHNSON INTERNATIONAL INC.
5230 East Shea Boulevard
Scottsdale, Arizona 85254
Attention: George H. Johnson
Facsimile: (480) 473-7908

Utility:
JOHNSON UTILITIES
5230 East Shea Boulevard
Scottsdale, Arizona 85254
Attention: George H. Johnson
Facsimile: (480)473-7908

Any party may change its address or telecopy number for the purposes of delivery and receipt of
notices by advising the other parties in writing of the change. Notice provided by the methods
described above will be deemed to be received: (i) on the day of delivery, if personally
delivered, (ii) on the date which is three (3) days after deposit in the United States mail, if given

10
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by certified mail, (iii) on the next regular business day after deposit with an express delivery
service for overnight, "same day", or "next day" delivery service, or (iv) on the date of
transmittal, if given on a regular business day and during regular business hours by facsimile
machine or telecopy. No notice will be effective unless provided by one of the methods
described above.

14. Severability.  I n the event that any provision of this Agreement or portion thereof
is held by an arbitrator-(s) to be unenforceable or invalid, the validity and enforceability of the
enforceable portion of any such provision and of the remaining provisions shall not be adversely
affected.

15. Force Maieure. If Johnson or Utility shall be unable, in whole or in part, by
reason of "force majeure" to carry out any obligation under this Agreement, the performance of
such obligation, to the extent and during the time that it is so affected, shall be suspended. As
used in this provision, the term "force majeure" shall mean any act of God, breakdown or
destruction of any well, treatment plant, or other equipment that is part of the Offs~Site Facilities,
shortage of or inability to secure power, materials or labor, delay in transportation, strike, lock~
out or other labor dispute, war, flood, earthquake, blockade, riot, accident, lightning, tire,
explosion, epidemic, quarantine restriction, or any other cause which is beyond the control of
Utility. Utility shall immediately give written notice to Holdings of any suspension of
performance hereunder, stating therein the nature of the suspension and the reason therefor, shall
resume performance hereunder as soon as possible and shall immediately provide written notice
to Holdings of such resumption of performance.

16. Joint and Several Obligations. The duties, obligations and undertakings of
Johnson, the Trust, Suntan and Utility pursuant to this Agreement shall be joint and several
obligations of each of them. In the event of the insolvency, banknlptcy or other disability of
either Johnson, the Trust, Suntan or Utility, the remaining party (or parties) shall remain
responsible for the performance of the duties and obligations of Johnson, Suntan, the Trust and
Utility hereunder.

17. Attorneys' Fees. In the event any party hereto finds it necessary to employ legal
counsel or to bring an action at law, or other proceeding against the other party to enforce any of
the terms, covenants or conditions hereof, the Prevailing party in such action or proceeding shall
be paid its reasonable attorneys' fees and costs, and in the event any judgment is secured by such
prevailing party, all such attorneys' fees and costs shall be included in such judgment. Any
arbitration or other dispute resolution proceeding shall be considered a proceeding for the
purposes of this paragraph.

18. Waiver of Conditions, Amendment. No waiver by any party of any breach of this
Agreement by another party shall be construed as a waiver of any preceding or succeeding
breach. This Agreement may be amended or modified only in writing and may not be amended
or modified by any part performance, reliance or course of dealing.

11
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19. Additional Acts. The parties agree to execute promptly any other documents and
to perform promptly any other acts as may be reasonably required to effectuate the purposes and
intent of this Agreement.

20. Default, Remedies.

(a) Service Related. Holdings' remedies for default by Utility of any service
related duty or obligation shall be c>bta'med firm the Commission and other applicable
government agencies pursuant to the applicable agencies rules and regulations. If Holdings is
not satisfied in its sole discretion, with the remedies provided by the Commission or applicable
government agencies, Holdings shall have the right at its sole option to pursue the matter liirther
through the appropriate court of law.

(b) Non-Service Related. If either party fails to perform any non service
related duty or obligation required hereunder, then the party not performing shall be in default. If
commencement to cure such default is not started within three (3) days and such default is not
cured within ten (10) days after the other party has given written notice of the existence of such
default, then the non defaulting may initiate an arbitration proceeding in accordance with the
terms a.nd procedures set forth in Section 3.5 of the Operating Agreement of Johnson Ranch
Holdings, L.L.C. which provisions are incorporated herein by this reference, and/or pursue any
other rights or remedies that may be available to Holdings in connection with such default.

21. Successors and Assigns. This Agreement shall be binding upon and inure to the
benefit of the successors and assigns of the parties hereto. Neither Johnson, nor the Trust, nor
Utility can assign its interests hereunder without the written consent of Holdings. If either the
Trust, Suntan, Johnson or Utility assigns its interests hereunder, such assignment shall be set
forth in a written document executed by the assignor and assignee, which document shall contain
an express assumption by die assignee of all obligations of the assignor under this Agreement.
No assignment shall relieve Santan, the Trust, Johnson or Utility from any liability hereunder
unless such relief is specifically consented to Holdings. Further, neither the Trust nor Johnson
shall assign, transfer or encumber their rights and interest as sole Member or Manager,
respectively, of Utility without the prior written consent of Holdingsand,in addition, only if the
assignee agrees to be bound by and fully perform all obligations of Johnson, the Trust, Suntan
and Utility hereunder. Neither Utility, the Trust nor Johnson shall assign, encumber or transfer
all or substantially adj of the assets of Utility unless such assignment, encumbrance or transfer is
specifically made subject to this Agreement, The foregoing notwithstanding, no assignment or
transfer shall terminate or othenvise limit Holdings' right of set-off, as more particularly
provided in subparagraph 7(t), above, or operate to relieve any party from any liability
hereunder.

22. Third Party Beneficiaries. The current members of Holdings and their successors
and assigns, except Santan, are intended to be third beneficiaries of this Agreement. Without
limiting the foregoing, each member shall have the right to take any action deemed necessary or
appropriate to ensure the performance of any duty or obligation of Johnson or Utility hereunder
in die event that Holdings, for whatever reason, fails or refuses to act, and to recover an award of
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damages in the event of any breach of this Agreement by Johnson or Utility with respect to
which Holdings is not fully compensated.

23. Governing Law. This Agreement is governed by and construed and enforced in
accordance with the laws of the State of Arizona.

24. Construction. The terms and provisions of this Agreement represent the results of
negotiations between the parties, none of which have acted under any duress or compulsion,
whether legal, economic or otherwise. Each party has had the frill opportunity to review and
understand the legal consequences of this Agreement. Consequently, the rems and provisions
of this Agreement shall be interpreted and construed in accordance with dieir usual and
customary meaning, and each party waives the application of any rule of law which states that
ambiguous or conflicting terms or provisions are to be interpreted or construed against the party
whose attorney prepared this Agreement.

25. Interpretation. The terms of this Agreement supersede all prior and
contemporaneous oral or written agreements and understandings with respect to its subject
matter, all of which are deemed to be merged into this Agreement. This Agreement is a final and
complete integration of the understandings of the parties with respect to the subject matter
hereof If dire is any specific and direct conflict between, or any ambiguity resulting Nom, the
terms and provisions of this Agreement and the terms and provisions of any document,
instrument, letter or other agreement executed in connection with or furtherance of this
Agreement, the term, provision, document, instrument, letter or other agreement will be
interpreted in a rnamier consistent with the general purpose and intent of this Agreement.

26. Headings and Captions. The headings and captions of this Agreement are for
reference only and are not intended to limit or define the meaning of any provision of this
Agreement. The headings and captions may not give full notice of all of the terns, agreements,
covenants and conditions contained in any portion of this Agreement.

27. Counterparts. This Agreement may be executed in any number of counterparts,
each of which, when executed and delivered, shall be deemed an original, but all of which when
taken together would constitute one binding contract and instrUment.

1 3
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IN WITNESS WHEREOF, the parties have caused this Agreement Regarding Utility
Service to be executed as of the day and year first above written.

J OHNS ON RANCH HOLDINGS , LLC., a n Arizona  limite d
liability company

By: JOHNSON RANCH ASSOCIATES, LLC., a  De laware
limited liability company, its  Manager

By: S UNBELT J /R MANAGEMENT L.L.C., a n
Arizona  limited liability company, its
Managing Member

By: S UNBE LT HO LDING S  IV LLC . ,
an Arizona  limited liability company,
its Manager

By: SUNBELT HOLDINGS
MANAGEMENT, INC., an Arizona
corporation, its Manager

By:
Curtis E. Smith
Executive Vice President

EORGE H. J OHN

The undersigned spouse of George H. Johnson hereby consents to
this Agreement and agrees to be bound hereby:

,
JANA JOHNSON I

14
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IN WITNESS WHEREOF, the poNies have caused this Agreement Regarding
Utility Service to be executed as of the day and year first above written.

J OHNS ON RANCH HOLDINGS , LLC., a n Arizona  limite d
liability company

By: JOHNSON RANCH ASSOCIATES, LLC., a  De laware
limited liability company, its  Manager

S UNBELT J /R MANAGEMENT LLC., a n
Arizona  limited liability company, its
Managing Member

SUNBELT HOLDINGS IV LLC.,
an Arizona limited liability company,
its Manager

S UNBELT HOLDINGS
MANAGEMENT, INC., a n Arizona

` s  Managercorpora tion

By:
Curtis E. Smith
Executive Vice President

4 *

GEORGE H. JOHNSON

The undersigned spouse of George H. Johnson hereby consents to
this Agreement and agrees to be bold hereby:

J ANA s . J OHNS ON

14
PHX/N/AMES/g74758.3/88139. 114

By:

By:

By:
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THE GEORGE H
IULY 9, 1987 A

OHNS ON RENO E TRUS T DATED

By*

}urge ii. Jo}i§l48 ustce

Jana ( 3 5 4 C o -Tm s t;)

JOHNSON UTILITIES
company

an Arizona  Finite Utility

The George H. Jbhnsbn Revocgfble Tiu
1987, its Member

ate July 9,

By:

By: /
/George Halo

i 4, nr * .»-

Jana johnson,
_ 917-A.».»."a°--»

itsCo-Tru he

it§A1To~Trustee

i

15vl4yt'l\1}A,I\f1»'85/9747583/88139 114
PHMNIAMES/974753 3/88139 2 14

By*

By:

Aw
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CONS ENT AND AGREEMENT:

The undersigned hereby (a) consents and agrees to be bound by the provisions of
Paragraphs 7(c), 7(D, 10(b}, and 12(b) of this Agreement, and (b) agrees that this Agreement will
directly or indirectly benefit the undersigned, and that Holdings would not consummate the
transactions described in the Recital Alf this Agreement without the execution of dies
Agreement by the undersigned.

1580 S ANTAN MOUNTAH. L.L.C.. a n Arizona
liability company

ired

By: THE GEORGE H. JOHNSON
DATED J ULYS . 1987. its  M

LE TRUST
e the r

By
Ge orge l-I ohms hlits lqlo-Trus te e

By:
Janz ohnson, its Co~Trust'ée

/P' `I-¢?»-

16
PHXJNJAMES/974758.3/88139. 114
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